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THE much advertised, so called “Employees Provident Fund 
Scheme” by the government of India is a clear cut rejection of the. 
worker's legitimate demand of pension as a third retirement bene- 
fit. A bill introduced in Rajya Sabha on March 29, when passed, will 
automatically cover one crore and 37 lakh workers who are mem- 
bers of the family pension scheme out of one crore and 75 lakh 
members of Employees PF organisation from April 1, 1993. The 
workers who are not members of the family pension schemebutare 
members of the PF, have option to join the pension scheme. All the 
new employces joining the PF organisation after April 1, 1993 will 
be cpmpulsorily members of the pension scheme. 


THE FAMILY 
PENSION SCHEME 

The bill to amend the provision of the Employces Provident 
Fund and Miscellaneous Provisions Act 1952 is an extension of the 
employces family pension scheme. Therefore, after introduction of 
the new pension scheme, the family pension scheme would stand 
abolished. 


When family pension scheme was introduced in 1971, the 
CITU was the only central trade union organisation which vehe- 
mently criticised the scheme. All the other central trade unions had 
welcomed the scheme as an important social security scheme. At 
that time, the CITU-categorically pointed out that under the scheme 
the workers would have to contribute more than what they would 
get out of the scheme. 


During the last two decades several lakhs of widows of work- 
ers who had contributed to the family pension fund, have not 
received the benefit of the family pension which has led to accumu- 
lation of Rs.5000 crore with the family pension organisation. The 
bureaucratic answer to this callous bungling is that these widows 
had not filed the claims for pension. Many widowsand dependents 
were not even aware of the scheme while the bureaucracy never 
bothered about taking a humanitarian approach of checking from 
their own records whether the needy could be provided any relief. 
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The accumulation of such huge amount which is used by the gov- 
ernment. for financing its programmes is a monument of the suf- 
ferings of the unfortunate widows and dependents of the deceased 
workers after having failed to get any relief from the organisation. 
The corpus of the new pension fund is thus being built on the 
corpses of these unattended sufferers who died while crying for 
some relicf in their difficult circumstarces. 


NO FUNDING BY 
THE EMPLOYERS 

The scheme does not visualise any additional funding by the 
employers. It will be financed only from the amount deposited in 
the employees PF account. Employers’ contribution of 8.33 per cent 
of the wages every month will be diverted to the pension fund. In 
addition to this, 1.17 per cent of the workers’ salary out of the 
income of the pension will be provided to the pension fund. Thus 
the total funding of the scheme will be equivalent to 9.5 per cent 
monthly wages of the workers. 


The present PF contribution in the name of workers will be 
reduced by 8.33 per cent of the salary of a worker. Wherever 
statutorily 8.33 per cent PF contribution is provided, the new PF 
scheme will consist of only workers’ contribution. Wherever ten 
per cent PF is deducted, 1.67 per cent of the management's contri- 
bution will be added to the workers PF account. The PF scheme will 
be converted merely into a general PF scheme. 


In steel and coal industries there have been agreements provid- 
ing for a pension scheme jointly funded by the contribution from 
the workers and the managements. In steel industry, two per cent 
of the total emoluments are being deducted since January 1, 1989 
while in coal industry the same quantum is being deducted since 
April 1, 1989. In other industries the trade union movement had 
been demanding introduction of similar schemes while the work- 
crs in banking and insurance industry struck work on March 
29,1993 demanding pension as the third retirement benefit in 
addition to the provident fund and gratuity. The pension scheme 
prepared by the PF organisation is only a devise to counteract this 
growing demand of the workers. 


The Bureau of Public Enterprise, (BPE), rejecting pension as a 
third retirement bencfit, issued guidelines to the management in 
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public sector undertakings that pension scheme should be worked 
out only on the basis of contribution by the workers while the man- 
agement can only make a token contribution of Rs.100 per year for 
the entire undertaking. The new PF scheme is a continuation of the 
BPE policy to deny a genuine post-retirement benefit to our work- 
ers. 


The new pension schemeis nothing but transfer of money from 
one pocket of a worker to another pocket. It does not become an 
additional benefit to the workers as claimed by the official spokes- 
men. 


ELIGIBILITY OF 
THE PENSION 

The scheme drawn from the accumulated funds of the family 
pension provides that a worker becomes eligible to the pension on 
attaining the age of 58 years. However, he should have completed 
ten years of pensionable service. The period for which a worker is 
a member of the scheme, including his membership of the family 
pension scheme, is treated as pensionable service. Any worker, 
whose total pensionable service will be less than ten years,is not 
entitled to get pernision under the scheme. 


No worker can claim the benefit of the pension schemes if he. 
retires before attaining the age of 50 years. Workers who are 
victimised for trade union activities and are below 50 years of age 
are also deprived of pensionary benefits under the scheme. 


lf the worker retires after the age of 50 but before 58 years he can 
get the pensionary benefits after attaining theage of 58 years. How- 
ever, if a worker decides to have pension prior to the age of 58, he 
can do so but the pension amount will be reduced by about six per 
cent per year of early retirement. 


If a worker is retrenched before serving for ten years, he can get 
his contribution back but the rate of interest will be reduced by two 
per cent than permissible under the Employees PF Act. Though in 
such situation the scheme provides for retaining the membership of 
the pension scheme, a worker hard pressed for money is not likely 
to maintain the membership. However, if one wants to retain the 
membership he will not get his accumulated money but a “scheme 
certificate” stating his pensionable service and the accrued amount 
to his credit. 
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Even if a worker loses his job after ten years of pensionable 
service, he will find it difficult to continue his membership of the 
scheme due to acute financial stringency faced by him and his 
family during the period of unemployment. WIth threat of 
growing unemployment looming large the concept of social secu- 
rity loses all its significance. Workers worried about their survival 
till they attain the age of 58, will have little time to think about the 
benefits that would be available after the superannuation. 


GOVT. CONTRIBUTION 
SCRAPPED 

The central government has been contributing 1.17 per cent of 
the wages of a worker to the family pension scheme. After merger 
of the scheme into the new pension scheme the government of 
India’s contribution to the fund stands withdrawn. The govemn- 
ment has thus saved about Rs.150 crore per annum by this step. 
This is in conformity with its new economic policies to withdraw 
social security and relief measures to the working class and the. 
people. The central budgct for 1993-94 reflected similar withdrawal 
of social subsidies as per directive of the World Bank and the IMF. 
As in case of ESI, the central government’s non-commitment to the 
pension fund proves the hollowness of its claim that it represents 
a welfare state. 


MYTH OF PENSIONARY 
BENEFITS 
The scheme claims to offer following types of benefits: 


1. Monthly Members Pension: Paid to workers on superannua- 


tion or disablement while in service. 


2. Monthly Widow-Pension: Paid to the widow of a worker after 


he dies while in service or after superannuation. 


3. Monthly Children Pension: Paid alongwith widow’s pen 


sion. 

4. Monthly Orphan Pension: After the death of a worker and his 
or her spouse. 

5. Retumn of Capital: Return after the death of a worker under 
certain conditions. 
Let us see how these benefits are calculated by the planners of 
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Monthly members pension is calculated on the basis of Pension- 
able salary and pensionable service. Pensionable salary is calcu- 
lated on thebasis of average salary of the member drawn during the 
past 60 months. Instead of taking into consideration the last salary 
drawn by the workers, this five-yearly average brings down the 
pensionable salary. Every year a worker gets annual increment, 
and the addition to his DA for at least 50 points per year takes place. 
For example, the salary of a worker during the last five years is 
taken as follows: 


Salary at the time of retirement = Rs.2500 
One year prior to retirement = Rs.2400 
Two years prior to retirement = Rs.2300 
Three years prior to retirement = Rs.2200 
Four years prior to retirement = Rs.2100 
Average of 5 years = Rs.2300 


The pensionable salary is thus brought down by Rs.200. The 
pension loss to the worker is thus substantial by this mechanism 
which averages the salary for the last five years. This loss is 
perpetual throughout his life. 


While calculating pensionable service the years of membership 
of the new pension scheme as well as family pension scheme is 
taken into consideration. However, if the pensionable service is 
more than 20 years, two years will be added as bonus years. The 
formula then proposed for calculation of pension is as follows: 

Monthly pension = 1/70 pensionable service multiplied by 
pensionable salary. 

To give a concrete example, if pensionable salary is Rs.1500 and 


pensionable service is 21 years the pension would work out as 
follows: 1500 X 21 = Rs.450 


70 


The amount of pension is thus paltry and the entire cost of the 
pension is paid by the worker himself. If the worker keeps the same 
amount in the fixed deposit account in a bank or mutual fund, he 
would get more return than what is being offered by the pension 
scheme by the government of India. 

If a worker dies while in service, his widow, according to the 
scheme, will get pension equal to the member's pension assuming 
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that a worker retired on the date of his death. If, however, a worker 
dies after his retirement she would get half the pension as he was 
drawing before his death. The minimum pension for widows 
would be Rs.450 per month as per the scheme. 


Children’s pension is payable along with widow's pension. It 
is paid for two children and the pension is payable till they attain 
the age of 25 years. However, when the worker retires at the age of 
58, generally his children would be between 25 to 35 years of age 
and not the children of many retired workers would be able to claim 
the benefit of children’s pension. Even if some get the benefit, it 
would be only fora short period. In case of female child the pension 
is payable till her marriage only. If a female child marries before the 
age of 25 years the pension would be stopped on the date of her mar- 
riage. 

The cases where the number of children is more than two, the 
eligibility of pension will run from the eldest to the youngest child 
in that order. It should be noted that no pension for the child is 
given if the worker is alive and drawing pension from the scheme. 
Twenty five per cent of a widow’s pension becomes the pension for 
each child till he or she attains the age of 25. The minimum 
quantum of child’s pension is estimated at Rs.115 per child per 
month. 

When a worker or his widow dies there is a provision for 
orphan’s pension. Theother conditions of orphan’s pension are the 
same as the child’s pension. The only difference is that orphan’s 
pension would be worked out to 75 per cent of the widow’s pension 
per child. The minimum orphan’s pension is fixed at Rs.170 per 
month per child. 


ILLUSORY 
BENEFITS 

All these benefits are illusory since the worker is paying for 
them in full. It is sheer attempt to hoodwink the workers to 
characterise the scheme as innovative despite the fact that the 
employees are not contributing anything additional for the scheme 
while the central government is withdrawing its entire contribu- 
tion from the family pension scheme! 

As noted earlier, if the accumulated deposits with the PF are 
kept by the worker in the mutual funds, he would get more 
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monthly income keeping his principal intact. However, if the 
worker opts for the normal pension which is less than the earnings 
in fixed deposit scheme, his principal is gone for ever. In case the 
worker desires to have his principal paid to his nominee after his 
death, he will have to accept further reduction of the pension 
quantum. 


These two options are calculated only on the basis of acturial 
findings and there is no major financial implications to the scheme 
even if worker prefers any of the options. For instance, ifa worker's 
normal pensionis Rs.1000, he must accept Rs.900 per month and his 
widow will get Rs.1,00,000 after his death. In case it is widow’s 
pension then her pension would be further reduced to Rs.800 per 
month, and the principle of only Rs.90,000 would be paid to her 
nominee after her death. It only enables the drafters of the scheme 
toclaim that they are making a charitable act without extending any 
additional benefit. 


The only consolation to the workers is that the scheme provides 
for creation of a contingency fund to ensure payment of pension to 
the workers in case the employer defaults payment of contribution 
to the fund. 

It is proposed to evaluate the working of the scheme after three’ 
years and enhance the benefits if the finances permit. Then the 
question arises: why the family pension accumulation were al- 
lowed to increase to a staggering level of Rs.5000 crore inspite of 
similar provisions? 

The workers who are about to retire and had joined family 
pension scheme in the beginning, will get some pension without 
paying additional contribution. However, it should be noted that 
these benefits are made available from the accumulated funds 
arising out of non-payment of family pension benefits to an exces- 
sively large number of unfortunate families who were denied 
family pension during the last two decades. Unless this aspect is 
taken into consideration, we will not be able to understand the 
implication of this “benefit”. 


ADMINISTRATIVE 
BUNGLING 


The pension scheme will be administered by the Provident 
Fund Organisation which was responsible for the bungling in the 
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family pension scheme. As in the case of ESI, the central govern- 
ment, without contributing anything keeps the whole organisation 
under its control. It is seething with corruption and workers have 
to pay heavy bribes to get their legitimate dues. If the pension 
scheme is implemented without making any changes in the admin- 
istrative set-up it would only repeat the experience of the family 
pension scheme. 

Through the PF organisation the central government is today 
in a position to command an investment of over Rs.28,000 crore for 
its programmes. Huge funds are thus available in the hands of the 
government in the name of social security measures. 


PF LOANS 
REDUCED 

The new pension scheme will drastically reduce the loan 
facility available to the workers under the PF scheme. Several 
workers were obtaining advance for house building from the PF or- 
ganisation. The loan facility will be reduced by half and workers 
will find it difficult to construct houses with the meagre loan 
availability after diversion of half the amount to the pension fund. 
Similarly, loans available for other pressing commitments of a 
worker will also be reduced nearly by half. 

The pension scheme for the central government employees 
which is also based alongwith the General Provident Fund Scheme, 
provides for linkage of pension with the price index which ensures 
at least partial maintenance of the real value of pension to the 
workers. This pension scheme, however does not provideany such 
thing for the workers with the result that workers are deprived of 
protection from the rising prices of essential commodities. 

In case the worker does not want a pension and desires to 
commute his pensionary benefits, he can do so with only one third 
of the value of the pension. 

The pension scheme therefore requires drastic improvement if 
itis to serve the purpose of a genuine social security measure for the 
workers. 

The trade union movement should explain to the workers the 
implications of the pension scheme and campaign for radical 
alterations in it. The government of India, pursuing erroneous 
policies towards working class and its welfare, is not interested in 
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its improvement. 
ALTERNATE 
PROPOSALS 

Firstly, the government of India should accept worker sright to 
pension as the third retirement benefit in addition to the contribu- 
tory provident fund and gratuity. The new scheme should be based 
on equal contribution by the workers and the managements. 


Secondly, the pensionary benefits should be substantially in- 
creased, providing higher return to the pension funds than pro- 
vided by long term deposits in the banks and mutual fund schemes. 


Thirdly, pensionary benefits should be linked to the consumer 
price index so that workers are protected from any erosion in the 
real value of their pensions. 


Fourthly, pensionable salary should be worked out on the basis 
of salary last drawn by the workers, and the system of averaging the 
salary of five years, as provided in the present scheme, should be 
scrapped. 

Fifthly, pension scheme should not be utilised as a mcasure to 
raise budgetary resources by the government of India. Investment 
policies should be oriented in such a manner as would give maxi- 
mum benefit to the workers. 


Sixthly, wherever joint pension trusts have been formed by the 
workers and the managements, the government should hand over 
to them accumulated funds of the family pension scheme in such 
undertakings or establishments in order to strengthen their corpus. 


Next, the government should continue to contribute 1.17 per 
centof the workers’ salary as contribution towards pension scheme. 
No withdrawal of the present contribution as provided by the 
present scheme, should be resorted to. The central government 
should not be allowed to give up its welfare commitment to old 
workers who gave the best of their life spans for economic develop- 
ment of the country. 

Then, if a worker is forced to withdraw from the pension 
scheme within ten years due to loss of jobs etc, he should get return 
of his contribution without two per cent reduction of ‘ointerest as 
provided in the scheme. 

Then, there must be no arbitrary withdrawal of pensiogary 
benefits to the employees victimised or terminated for trade union 
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activities. 


Next, any discrimination against female child in the payment 
of child’s pension or orphan’s pension must be put an end to. 


Then, full commutation in facility must be given to the workers 
instead of only one-third as provided by the scheme. 


Finally, bureaucratic control over the pension scheme must be 
put an end to. The loopholes conducive to rampant corruption and 
nepotism existing in the scheme, must be sealed. More powers 
must be given to workers’ representatives in the administration of 
the scheme. If necessary , a separate organisation must be set up to 
run the pension scheme free from bureaucratic control. 

The trade unions all over the country must forcefully demand 
modifications in the pension schemeas suggested above, so that the 
working class in our country is provided necessary social security 
after retirement. 
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Annexure - III 


Family Pension Contribution 
Received 


{ Amount in rupees Crores) 


Employees' & Government's Total 
Year Employers' Contribution Contribution 

Contribution Received 

1971-72 1.64 2.30 3.94 
1972-73 6.40 3.00 9.40 
1973-74 10.29 4.60 14.89 
1974-75 16.54 5.01 21.55 
1975-76 24.14 9.34 33.48 
1976-77 28.85 12.37 41.22 
1977-78 35.51 10.80 46.31 
1978-79 43.04 12.80 55.84 
1979-80 52.33 20.10 72.43 
1980-81 66.14 24.00 90.14 
1981-82 80.30 28.00 108.30 
1982-83 93.72 28.00 121.72 
1983-84 113.74 28.75 142.49 
1984-85 130.32 32.39 162.71 
1985-86 153.88 70.22 224.10 
1986-87 183.21 72.64 255.85 
1987-88 205.10 102.52 307.62 
1988-89 196.10 85.68 281.78 
1989-90 207.81 110.11 317.92 
1990-91 316.83 111.03 427.86 
1991-92 384.85 190.15 575.00 
Total 2350.74 963.81 3314.55 


Source : 39th Annual Report 1991-92 Employees Provident 
Fund Organisation, New Delhi 
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Annexure - VI 


Interest Credited To Family 
Pension Fund 


{ Rs in Crores) 


Year Amount 
1979-80 15.72 
1980-81 20.97 
1981-82 36.00 
1982-83 48.13 
1983-84 60.95 


Source: Judgement of Justice Suresh 


Annexure - VII 


Interest Credited to Family 
Pension Fund 


( Rs in Crores) 


Year Amount 
1986-87 124.84 
1987-88 160.72 
1988-89 215.47 
1989-90 262.60 
1990-91 317.74 
1991-92 373.80 


Source : Annual Reports of Central office of Employees Provident 
Fund Organisation, Wew Delhi 
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